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Towards Implementing Carbon Markets in Agriculture
Abstract
Despite the interest in carbon markets or programs for which agriculture could be rewarded for storing
carbon, there are still substantive questions about how such mechanisms could be designed to meet this task
and be generally acceptable to the international community. One of the most problematic of these issues is the
fact that, unlike reductions in emissions, carbon sinks may only temporarily hold carbon out of the
atmosphere. Until policy mechanisms that appropriately incorporate the potentially temporary nature of sinks
are developed, it is unlikely that agricultural sequestration will gain widespread acceptance. In this paper, the
authors introduce and discuss three such mechanisms.
Disciplines
Agricultural and Resource Economics | Agricultural Economics | Economics | Natural Resource Economics
This article is available at Iowa State University Digital Repository: http://lib.dr.iastate.edu/card_workingpapers/264




7RZDUGV,PSOHPHQWLQJ&DUERQ0DUNHWVLQ$JULFXOWXUH


+RQJOL)HQJ-LQKXD=KDRDQG&DWKHULQH/.OLQJ



:RUNLQJ3DSHU:3
’HFHPEHU











&HQWHUIRU$JULFXOWXUDODQG5XUDO’HYHORSPHQW
,RZD6WDWH8QLYHUVLW\
$PHV,RZD
ZZZFDUGLDVWDWHHGX






+RQJOL)HQJLVDJUDGXDWHVWXGHQW&HQWHUIRU$JULFXOWXUDODQG5XUDO’HYHORSPHQW&$5’-LQKXD=KDR
LVDQDVVLVWDQWSURIHVVRURIHFRQRPLFV’HSDUWPHQWRI(FRQRPLFV&DWKHULQH.OLQJLVDSURIHVVRURI
HFRQRPLFVDQGKHDGRIWKH5HVRXUFHDQG(QYLURQPHQWDO3ROLF\’LYLVLRQ&$5’DOODW,RZD6WDWH
8QLYHUVLW\

7KLVSXEOLFDWLRQLVDYDLODEOHRQOLQHRQWKH&$5’ZHEVLWHZZZFDUGLDVWDWHHGX3HUPLVVLRQLVJUDQWHGWR
UHSURGXFHWKLVLQIRUPDWLRQZLWKDSSURSULDWHDWWULEXWLRQWRWKHDXWKRUVDQGWKH&HQWHUIRU$JULFXOWXUDODQG
5XUDO’HYHORSPHQW,RZD6DWH8QLYHUVLW\$PHV,RZD

)RUTXHVWLRQVRUFRPPHQWVDERXWWKHFRQWHQWVRIWKLVSDSHUSOHDVHFRQWDFW-LQKXD=KDR’HSDUWPHQWRI
(FRQRPLFV,RZD6WDWH8QLYHUVLW\’+HDG\+DOO$PHV,$3K)D[
(PDLOM]KDR#LDVWDWHHGX

,RZD6WDWH8QLYHUVLW\GRHVQRWGLVFULPLQDWHRQWKHEDVLVRIUDFHFRORUDJHUHOLJLRQQDWLRQDORULJLQVH[XDO
RULHQWDWLRQVH[PDULWDOVWDWXVGLVDELOLW\RUVWDWXVDVD8V9LHWQDP(UD9HWHUDQ$Q\SHUVRQVKDYLQJLQTXLULHV
FRQFHUQLQJWKLVPD\FRQWDFWWKH’LUHFWRURI$IILUPDWLYH$FWLRQ%HDUGVKHDU+DOO




72:$5’6,03/(0(17,1*&$5%210$5.(76
,1$*5,&8/785(

:LWKWKHDQWLFLSDWHGUHOHDVHRIWKH,QWHUJRYHUQPHQWDO3DQHORQ&OLPDWH&KDQJH¶VUHYLVHG
IRUHFDVW5HYNLQSUHGLFWLQJHYHQJUHDWHUJOREDOZDUPLQJHIIHFWVWKDQSUHYLRXVO\EHOLHYHGWKH
LQWHUHVWLQPHWKRGVWRUHGXFHWKHDWPRVSKHULFFRQFHQWUDWLRQRIJUHHQKRXVHJDVHV*+*LV
DOPRVWFHUWDLQWRJURZ,QDGGLWLRQWREHLQJDJHQHUDWRURI*+*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VLQNVDSSOLHVWRDOOIRUPVLQFOXGLQJIRUHVWU\EXWLVOLNHO\WREHHVSHFLDOO\SUREOHPDWLFLQWKHFDVH
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SHUPDQHQWUHGXFWLRQVRUDEDWHPHQW7KLVRFFXUVEHFDXVHJOREDOZDUPLQJGDPDJHLVUHGXFHG
ZKLOHWKHFDUERQLVVWRUHGDQGURXJKO\UHWXUQVWRLWVIRUPHUOHYHOXSRQUHOHDVHJHQHUDWLQJDQHW
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SULFHDVVRFLDWHGZLWKRQHXQLWRISHUPDQHQWFDUERQUHGXFWLRQ
6XSSRVHDIDUPHUZRXOGOLNHWRHQWHULQWRDFRQWUDFWWRVHTXHVWHUFDUERQE\DGRSWLQJ
FRQVHUYDWLRQWLOODJHSUDFWLFHVKRZHYHUVKHLVQRWZLOOLQJWRFRPPLWWRWKDWSUDFWLFHLQGHILQLWHO\
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FUHGLWVHDFKDWWKHIXOOSULFHRISHUPDQHQWUHGXFWLRQV+RZHYHULQWKHVL[WK\HDUVKHZRXOG
EHUHTXLUHGWRSXUFKDVHFDUERQFUHGLWVIURPWKHPDUNHWDWWKHJRLQJSULFHWRFRYHUKHUHPLVVLRQV
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ZKHQWKHVWRUHGFDUERQLVUHOHDVHG,IWKHVLQNUHPDLQVSHUPDQHQWWKHVLQNRZQHUHYHQWXDOO\
HDUQVDOORIWKHLQWHUHVWSD\PHQWVWKHGLVFRXQWHGSUHVHQWYDOXHRIZKLFKHTXDOVWKHSULQFLSDO
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)RUWKHDERYHIDUPHUDQDQQXLW\DFFRXQWZRXOGEHRSHQHGIRUKHULQWKHILUVW\HDU,QHDFK
RIWKHILUVWILYH\HDUVWKHYDOXHRIWRQVRIFDUERQZRXOGEHGHSRVLWHGLQWRWKHDFFRXQW7KH
IDUPHUZRXOGFROOHFWHDUQLQJVRQWKLVDFFRXQWIRUWKHVH\HDUV+RZHYHULQWKHVL[WK\HDUZKHQ
WKHFDUERQLVUHOHDVHGWKHRQJRLQJYDOXHRIWRQVRIFDUERQZRXOGEHGHGXFWHGIURPWKH
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:LWKFHUWDLQW\DQGSHUIHFWIRUHVLJKWRIIXWXUHFDUERQSHUPLWSULFHVHDFKRIWKHWKUHHV\VWHPV
SURYLGHVDQHFRQRPLFDOO\HIILFLHQWVROXWLRQWRWKHQRQSHUPDQHQFHSUREOHPVHH)HQJ=KDRDQG
.OLQJIRUGHWDLOV+RZHYHUWKH\GLIIHUFRQVLGHUDEO\LQWKHLULPSOHPHQWDWLRQSDUWLFXODUO\ZLWK
SHUPLWSULFHXQFHUWDLQW\2WKHUIDFWRUVDIIHFWLQJLPSOHPHQWDWLRQDUHWUDQVDFWLRQFRVWVGHIDXOWRI
SD\PHQWPHDVXUHPHQWDQGYHULILFDWLRQDQGH[LVWLQJIDUPSURJUDPV
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